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Termination of Netherlands Stand-By Arrangement 


The Government of the Netherlands has informed the 
International Monetary Fund that it no longer requires 
its $68,750,000 stand-by arrangement with the Fund, 
in view of the improved reserve position of the Nether- 
lands Bank. Accordingly, the arrangement has been 


canceled as of the close of business on March 11. It was 

to have continued for one year from September 12, 

1957. 

Source: International Monetary Fund, Press Release, 
Washington, D. C., March 16, 1958. 


European Common Market 


In a speech to the Belgian Chamber of Commerce in 
New York on January 30, Mr. Camille Gutt, who was 
Managing Director of the International Monetary Fund 
from 1946 to 1951, said that establishment of the 
European Common Market made possible “the long 
expected, the so often despaired of, renovation of Eu- 
rope.” A market which today includes 164 million 
people—not counting the inhabitants of the overseas 
territories—without tariff barriers and without quantita- 
tive restrictions, provides an inducement to rationali- 
zation and mass production, which would generate a 
force of expansion sufficient to produce fantastic prog- 
ress in the well-being of the people of Europe. The time- 
table which has been agreed and the machinery through 
which the purposes of the Common Market are to be 
achieved are far from perfect. The timetable is slow, 
the machinery provides loopholes, such as the escape 
clauses in situations of balance of payments disequilib- 
rium and the special situation reserved for agriculture, 
and the Common Market tariff is likely to be on the 
high side. These features, however, are the conditions 
without which there would have been no agreement, and 
most of the agreement is extremely good. Unavoidable 
as it is, the protracted timetable is, in Mr. Gutt’s 
opinion, the weakest point. But there is a provision that 


World Trade in Manufactures 


The value of world exports of manufactures rose by 
13 per cent in the first nine months of 1957, the same 
rate of increase as in 1956. Provisional estimates for 
the fourth quarter, however, show that the rate of 
increase was very much lower and that the slowing down 
was common to most manufacturing countries. 

The Board of Trade of the United Kingdom states 
that the U.K. share in exports of manufactures con- 
tinued to decline in the first three quarters of 1957, to 
18.2 per cent; this compares with 19 per cent in 1956 
and 21.2 per cent in 1953. The largest increase was 
once again shown by the Federal Republic of Germany, 


permits members to speed up the agreed timetable, and 
Mr. Gutt recalled that the first steps toward an economic 
union between the Netherlands, Luxembourg, and Bel- 
gium—an agreement for which was signed only this 
year—had been taken 14 years before, in 1944. 

Mr. Gutt rejected the criticism that the establishment 
of the European Common Market means discrimination 
against the United States, and in this connection he 
recalled how similar criticisms had been directed against 
the European Payments Union 10 years ago. The 
increase in the imports of the members of the EPU 
from the United States between 1950 and 1956 was, 
however, somewhat greater (80 per cent) than the in- 
crease of 76 per cent in the total imports of these 
countries from all sources. The deficit in their trade 
balance with the United States increased from $1.9 
billion to $2.6 billion. The course of events since the 
establishment of the EPU has thus shown that fears 
of discrimination against the United States were unwar- 
ranted. The same is likely to be true for the Common 
Market, which would in fact offer a golden opportunity 
to the United States. 

Source: Amsterdam Overseas Corporation, The Com- 
mon Market and Its Implications, New York, 
N. Y., January 30, 1958. 


whose proportion of world exports of manufactures 

rose from 16.4 per cent to 17.1 per cent. The U.S. share 

rose from 25.2 per cent to 25.8 per cent. Smaller in- 

creases were recorded by France, Italy, Sweden, and 

Japan. 

Source: The Financial Times, London, England, Feb- 
ruary 28, 1958. 


Europe 


Bank of England Sales of Sovereigns 
Following the decision taken at the end of 1957 to 
mint gold sovereigns in the United Kingdom (see this 
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News Survey, Vol. X, p. 213), the Bank of England 
has been selling sovereigns to authorized dealers in the 
bullion market. Bids have been accepted for mixed 
parcels of sovereigns at a price around $9.25 per sov- 
ereign, which is equivalent to $39 per fine ounce and, 
after allowing for seignorage, gives a profit of about 11 
per cent. Buyers are not entitled to specify the compo- 
sition of the parcels, most of which include a large 
proportion of the newly minted sovereigns. Free market 
quotations for the new sovereigns are about 3 per cent 
less than for old George V sovereigns. It is understood 
that about 2 million sovereigns have been minted and 
that some 200,000 sovereigns have been sold. 

Source: The Economist, London, England, March 15, 

1958. 


U.K. Trade 


The U.K. Board of Trade announced on March 12 
that the excess of imports c.i.f. over exports and re- 
exports (f.o.b.) in February amounted to only £11 
million, the lowest figure for any month since July 
1946, except October 1954 when shipments were 
disorganized by the dock strike. Despite the U.S. re- 
cession, exports to the United States in February were 
the highest ever recorded. 

Total exports amounted to £265 million, £12 million 
less than in January; but when the two months are taken 
together, shipments were almost the same as in January- 
February last year. By contrast, imports in January and 
February were 12 per cent less than a year ago, and 
imports in February alone were the lowest since the 
autumn of 1954. 

Shipments into the United Kingdom are seasonally 
low at this time of the year, but the great reduction 
in the value of imports is due primarily to the continuing 
fall in import prices. Export prices, however, are still 
higher than they were at the same time last year, so 
that the narrowing of the trade gap, to £11 million, 
has been caused mainly by the improvement in the terms 
of trade. 

The Times comments that, at present, the outlook for 
sterling is surprisingly favorable. It seems probable that 
since the beginning of November the United Kingdom 
has been earning a payments surplus on its visible trade 
alone, because the normal trade figures quoted above 
make no allowance for insurance and freight payments. 
In the first half of last year, a trade gap of £342 million 
produced a payments deficit of only £25 million. If the 
same allowance is made for the past four months, the 
trade gap of £87 million may well have produced an 
actual payments surplus of about £40 million. In the 
first half of 1957, U.K. net earnings abroad on in- 
visible items were £150 million, and, if anything, these 
earnings should now be running at a higher rather 
than a lower rate. Furthermore, until the autumn of 
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last year there was a speculative drain on sterling, 

whereas from the beginning of this year foreign funds 

have started to flow back to London. 

Source: The Times, London, England, March 13, 
1958. 


Rise in Hire-Purchase Debt in United Kingdom 


The total hire-purchase and other installment debt in 
the United Kingdom increased by about £80 million 
in 1957; this compares with a decrease of about £90 
million in 1956. The chief reason for the increase in 
1957 was that new credit provided by finance houses, 
mainly for the purchase of motor vehicles, was 65 per 
cent more than in 1956. As a result, the debt owed to 
the finance houses rose by £85 million during the year. 
Although the value of household goods sold. on. credit 
increased by 15 per cent, the debt owed to household- 
goods shops fell by £5 million, since repayments slightly 
exceeded the new credit provided. The Board of Trade 
estimates that the total value of durable goods sold on 
credit during the year was in the region of £750 million; 
the value of goods sold by household-goods shops is 
put at £275 million; and £480 million consisted of sales 
on credit of motor vehicles, farm and industrial equip- 
ment, and other nonhousehold goods. The total debt 
outstanding at the end of the year is estimated at some 
£484 million; retailers were owed £227 million and 
finance houses £257 million. 

Source: The Times, London, England, February 28, 
1958. 


U.K. Wage Award 


The award of the Industrial Court on the claim of 
London busmen for an all-round wage increase of 25s. 
a week—which has been awaited with intense interest 
because of the effect it might have on the whole round 
of wage claims concerning several million workers in 
the United Kingdom—was made public on March 13. 
The Court found that drivers and conductors of buses 
and trolleybuses in central London should have an 
increase of 8s. 6d. per week (i.e., 4% per cent), but 
that those employed on London Transport’s country 
services and the maintenance men in the garages should 
have no increases at all. The award of the Industrial 
Court is not binding on either side, and the Minister 
of Transport announced that if the award were im- 
plemented the money must come from economies and 
increased efficiency and not from higher fares. 
Source: The Times, London, England, March 14, 

1958. 


West German Credit to Belgium 


A group of West German commercial banks, headed 
by the Rheinische Girozentrale of Diisseldorf, has 
granted the Belgian Treasury a credit of DM 120 mil- 
lion through purchases of short-term treasury bills. Half 
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of this credit is for a period of 15 months and the other 

half for a period of 21 months. The credit carries an 

interest rate of 5% per cent. 

Source: Handelsblatt, Diisseldorf, Germany, Febru- 
ary 22, 1958. 


Employment Measures in the Netherlands 


In order to bring about a decrease in unemployment, 
which amounted to 131,000, or about 3.8 per cent of 
the labor force, at the end of February, the Netherlands 
Government has taken further measures (see this News 
Survey, Vol. X, p. 250). It has started additional public 
works, totaling f. 65 million ($17 million), primarily 
in the northern provinces where unemployment is 
highest (between 8 and 13 per cent of the labor force as 
of February 1958). Subsidies are to be extended for 
the construction of an additional 3,000 dwellings under 
the Government’s housing scheme. A total of f. 25 
million in government orders that had been postponed 
was reactivated, with preference given to firms that 
had been hit especially hard by the postponement. 
The Government has also announced a more liberal 
policy regarding the authorization of private building. 
Sources: De Maasbode, Rotterdam, Netherlands, Feb- 

ruary 28 and March 5, 1958. 


Investment in Denmark 


The Danish Minister of Commerce, Mr. Jens Otto 
Krag, in a recent speech said that the best way to in- 
crease investment in industry would be to increase 
private savings without reducing the public savings 
brought about by the surplus in the government budget. 
Mr. Krag also said that a problem for industrial in- 
vestment in Denmark is that, through the sale of bonds, 
the capital market is directed to a great extent toward 
agriculture and housing. The Danish market for shares 
is small and is decreasing. Before World War I, the total 
amount of shares bought and sold on the stock exchange 
was DKr 250 million annually. In the interim period, 
the total fell to DKr 125 million, and for 1950-55 the 
amount bought and sold averaged only DKr 70 million 
per year. This state of affairs might be changed, Mr. 
Krag continued, by increasing the number of share- 
holders, e.g., by allowing insurance companies to use 
part of their capital for investment in industry. 
Source: Bgrsen, Copenhagen, Denmark, February 16, 

1958. 


Norwegian Budget 


The Norwegian budget proposal for the fiscal year 
1958-59 totals NKr 5,773 million, an increase of 
NKr 152 million over the estimates voted for the current 
fiscal year. Current revenue in 1958-59 is estimated at 
NKr 5,644 million, compared with NKr 5,523 million 
this year, and current expenditure is estimated at 
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NKr 4,751 million, or NKr 18 million more than this 
year; the resulting surplus on current account is NKr 893 
million, NKr 103 million more than for the current 
fiscal year. The deficit on the capital budget is estimated 
at NKr 331 million. Thus there is a surplus on current 
and capital account equal to NKr 562 million, compared 
with NKr 476 million in the current fiscal year. In 
addition to the surplus, about NKr 62 million will be 
required to cover the amortization of debt, which is 
estimated at NKr 624 million, compared with NKr 539 
million this year. 

The main increases in expenditure are on account of 
wages, social services, transport, and education. Price 
subsidies have been cut drastically, to NKr 500 million. 
For the current year, they were budgeted at NKr 580 
million, but they are actually expected to cost about 
NKr 800 million. The intention is to discontinue a 
number of the price support measures before the sum- 
mer; in all probability this will mean an increase in the 
cost of living index to over 160 (1949—100), which 
will allow the unions to ask for a wage adjustment. 

In introducing the budget, the Minister of Finance 
described the economic situation of Norway as difficult, 
though not disquieting. However, if there are no 
changes in present economic trends, Norway’s difficulties 
will be much more serious next year. He stated that 
the Government’s main aim is to ensure full employ- 
ment. The authorities have started to draw up policies 
to combat an eventual recession. To conduct an effec- 
tive anticyclical policy is a complicated task, especially 
since the foreign exchange reserves limit the kind of 
measures which might otherwise be taken, but the task 
is not impossible if all groups are willing to cooperate. 
Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 

way, March 3, 1958. 


Norwegian-U.S. Barter Arrangement 

The Ministry of Commerce has announced in Oslo 
that the Governments of Norway and the United States 
have negotiated a barter arrangement under which 
Norway will receive 40,000 tons of U.S. surplus wheat, 
valued at NKr 20 million, in return for an equivalent 
value of ferroalloys. The arrangement was negotiated 
to compensate for the temporary stoppage of Soviet 
wheat deliveries to Norway. Under the Norwegian- 
Soviet trade agreement of 1956, which is still in force, 
the Soviet Union is to deliver 90,000 tons of wheat a 
year. Recently, however, the Soviet Government advised 
that deliveries will be delayed, though Norway will 
receive all of the wheat later. 
Source: Norwegian Information Service, News of Nor- 

way, Washington, D. C., March 6, 1958. 


Industrial Financing in Sweden 
Loans to industry from Sweden’s credit and capital 
markets are estimated to have fallen to SKr 360 mil- 
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lion in 1957, from SKr 600 million in 1956. Advances 
from the commercial banks fell by SKr 140 millior, 
which is a sign of further restriction of commercial 
bank credit. In November 1957, 20.9 per cent of the 
commercial banks’ advances went to industry, against 
22.4 per cent a year earlier. Of the total loans to in- 
dustry, some SKr 100 million was obtained in the form 
of bond loans; since the Riksbank approved such loans 
for power plants only, industry proper received about 
SKr 250 million, which is far less than in 1956. 
Source: Skandinaviska Banken, Quarterly 
Stockholm, Sweden, January 1958. 


West German Budget 

The West German Federal Cabinet has prepared the 
bill for the 1958-59 federal budget, and it is hoped that 
Parliament will approve the final budget plan before it 
recesses next June. The over-all budget has been in- 
creased by DM 1.8 billion, so that revenues and expendi- 
tures in fiscal 1958-59 each amount to DM 39.2 billion. 
Of this sum, the extraordinary budget amounts to 
DM 1.6 billion. The principal expenditures are social 
expenditures, including housing and pensions, DM 15.5 
billion, or about 40 per cent of the total; defense, 
DM 10.7 billion, or 27 per cent; the agricultural sector 
and communications (i.e., roads, railways, etc.), about 
DM 2.5 billion, or 6 per cent, each. 

Indemnification payments have been estimated at 
DM 1.3 billion, an increase of DM 450 million over 
fiscal 1957-58. Total appropriations of both the Federal 
Government and the Linder Governments for this pur- 
pose are expected to reach DM 2.5 billion in 1958, re- 
flecting a considerable increase in such claims over 
original estimates. (In this connection, the Neue 
Ziircher Zeitung points out that the Federal Govern- 
ment has recently reconfirmed its intention to continue 
those payments as provided by law; regardless of the 
need to revise earlier estimates of the cost involved, the 
Government does not intend to curtail such payments, 
and the contention made elsewhere, i.e., that they could 
jeopardize the stability of the currency, is altogether 
without foundation. ) 

Original requests from the Federal Ministries pro- 
vided for increased expenditures totaling DM 6.5 billion, 
of which DM 4.7 billion was refused; but in some cases 
increases have been found necessary. 

The increase in pension payments, which had become 
effective in 1957, imposes a considerable burden on the 
present budget since the scheme contains an index 
clause, adjusting payments to changes in the cost of 
living index. Higher expenditures have also been 
caused by salary increases for federal employees, higher 
defense appropriations, and aid to agriculture. 

To balance revenues and expenditures, the budget bill 
provides for loans of up to DM 1.6 billion and for re- 
course to cash reserves up to DM 3 billion. It is not 


Review, 


expected that such cash reserves will be available in 
the fiscal year 1959-60. In view of rising expenditures, 
especially for defense, and of a slower rate of increase on 
the revenue side, it will probably become more difficult 
to balance the budget after 1958-59. Finance Minister 
Franz Etzel has therefore mentioned the possibility of 
borrowing funds abroad, if such action should become 
necessary to finance long-term projects, but such a step 
is not being considered at present. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

March 9, 1958. 


Price Control in Yugoslavia 


Yugoslavia’s Federal Executive Council decided on 
February 18 to introduce new price controls that will 
affect some 100 industrial products. The controls. will 
be operated as follows: industrial enterprises or whole- 
sale organizations have to give 30 days’ notice to the 
chambers of industry or commerce concerning any price 
increases planned for products covered by the price 
control scheme. The chambers, in turn, have to inform 
the Federal Price Office, which may ask the competent 
authorities to take appropriate action. Such action may 
be to set ceiling prices, especially for foodstuffs and other 
consumer goods whose prices affect the standard of 
living, adjust the turnover tax, set price subsidies, in- 
troduce premiums, and—in extreme cases—increase 
imports. 

When explaining the new measure, the State Secretary 
for Trade, Marijan Brecelj, said that price control will 
not abolish the working of free market forces; rather, 
it will improve market discipline and help the chambers 
and authorities to gain the experience necessary for 
perfecting the price system. Price increases will be 
prevented by administrative action only if there is no 
other way to cope with market disturbances and threats 
to the standard of living. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
February 22, 1958; Nachrichten fiir Aus- 
senhandel, Frankfurt am Main, Germany, 
February 25, 1958. 


Middle East 


U.K. Trade with the Middle East 


The British Board of Trade has set up an Advisory 
Council on Middle East Trade in order “to keep the 
Government in touch with representatives of industry 
and commerce who have practical experience in selling 
in the Middle East.” The Council will include repre- 
sentatives from the Treasury, the Foreign Office, the 
Board of Trade, and the Export Credit Guarantee De- 
partment, and also some businessmen. The Council has 
been set up as a result of the fact that the U.K. share in 
Middle Eastern trade has fallen while the share of 
Eastern European, Western European, and Far Eastern 
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countries has increased. In 1948 the United Kingdom 

supplied the Middle East with 27.0 per cent of its im- 

ports and took 29.3 per cent of its exports, but in 1956 

the shares dropped to 19.0 per cent and 15.7 per cent. 

Sources: Middle East Economic Digest, London, Eng- 
land, February 21, 1958; Direction of Inter- 
national Trade (Joint Publication of UN, 
IMF, and IBRD), New York, N. Y., Vol. 8, 
No. 7. 


Foreign Economic Aid to Jordan 


Official sources in Jordan estimate the country’s needs 
of financial aid from the United States during the fiscal 
year 1958-59 at $50 million; half of this amount will be 
required for defense purposes and half for economic 
development. During the 18-month period ending 
April 1958, U.S. financial assistance excluding military 
aid to Jordan will amount to $30 million, and $4.9 
million will be allocated under the technical asssistance 
program. The U.K. Government has decided to pay 
Jordan £1,230,000, representing the balance of its loan 
to the Jordanian Development Board for the year 
1956-57; a first installment of £500,000 will be paid 
in February and the rest after April 1958. Jordan will 
also receive £875,000 from Iraq as a contribution to- 
ward the development program, which brings total Iraqi 
payments toward Jordan’s economic development to 


£1,125,000 in the current financial year. Saudi Arabia 

will also continue payments of £5 million annually. 

Sources: Middle East Economic Digest, London, Eng- 
land, January 17 and February 14, 1958. 


National Income and Investment in Lebanon 


Lebanon’s total national income in 1957 amounted 
to LL 1,580 million, an increase of about 11 per cent 
over the estimate for 1956. Part of the increase was 
due to a rise of about 6 per cent in prices, which re- 
duces the increase in real output to about 5 per cent. 
Commercial and banking services accounted for the 
largest share—31 per cent—of the total increase; agri- 
culture and industry, including handicrafts, accounted 
for 16 per cent each; construction and real estate for 
14 per cent; transport and communications for 4 per 
cent; and government for 6 per cent. There were only 
minor changes in the relative composition of the na- 
tional income between 1956 and 1957. The industrial 
and government sectors showed slight gains, which were 
offset by declines in the relative shares of agriculture 
and services. Since 1950, however, the relative share of 
agriculture has declined steadily, while that of industry 
has risen. 

Private investment is estimated at about 14 per cent 
of the national income in both 1956 and 1957. This has 
been channeled mostly into real estate and commercial 
enterprises, although industry seems to have absorbed 
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an increasing proportion, its share in 1957 amounting 

to about LL 40 million, or 15 per cent of total private 

capital investment. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
February 26, 1958. 


Trade Agreement Between Iraq and Iran 


A trade agreement between Iraq and Iran has been 
approved by the special Iraqi Permanent Committee for 
International Agreements. The agreement provides for 
most-favored-nation treatment and for the expansion of 
trade in goods listed in tables annexed to the agreement. 
Payments will be settled in convertible sterling. Iraq’s 
imports from Iran in 1956 were valued at ID 520,000 
(US$1.5 million), while its exports during the same 
year totaled ID 31,000 ($86,000). 

Source: The Iraq Times, Baghdad, Iraq, February 14, 
1958. 


Iran's Budgetary Revenue 


Despite a number of measures approved by the Iran- 
ian Parliament to increase budgetary revenue, the budget 
for the year beginning March 1958 is expected to show 
a deficit of Ris 1.5 billion. Tax rates on the sale of 
immovable property (land and buildings) will be in- 
creased by 2.5-4 per cent and on unused land by 1 per 
cent. Land in Tehran will be divided into several areas, 
and values will be assessed each year for taxation 
purposes. The vehicle tax will be increased. In addi- 
tion, for a three-year period beginning March 1958, the 
share of oil revenue allocated to the Ministry of Finance 
will be increased from a minimum of 20 per cent to 25 
per cent, and the share of the National Iranian Oil 
Company will be reduced from 20 per cent to 15 per 
cent. These percentages are computed on the basis of 
minimum annual oil royalties of $188 million; any 
excess has been and would continue to be allocated 
to the Ministry of Finance. The share of the Plan Or- 
ganization remains unchanged at 60 per cent, although a 
law passed in March 1956 had provided that the share 
would be raised to 80 per cent and that the Ministry 
of Finance would be allocated only those amounts which 
exceeded the minimum oil royalties of $188 million. 
The reduction in the expected share of oil revenue al- 
located to the Plan Organization is compensated in part 
by authority granted to the Plan Organization to contract 
foreign loans beginning in March 1958, within the limits 
of approved projects, such loans to be serviced by the 
Government from oil royalties. 

Source: Jran Press Bulletin for Trade and Economics, 
Tehran, Iran, March 3, 1958. 


Iranian Oil Production in 1957 


Iranian oil production in 1957 reached 245 million 
barrels, which surpasses by 24 per cent production in 
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1956 and by 11.4 per cent the goal established for the 
third year of full operation under the 1954 Consortium 
agreement. Payments to the Government of Iran in 
respect of production in 1957 amounted to $209.5 
million, a sharp increase over the $152 million paid in 
1956 and the $85.1 million paid in 1955. In addition, 
the Consortium in 1957 bought $42.8 million of local 
currency to meet local operating expenses in excess of 
local currency earnings. This is slightly below the 1956 
figure of $44.0 million. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., February 24, 1958. 


Far East 
India's Repaymeni Obligations 


India’s Prime Minister stated in Parliament on 
March 11 that the burden of repayment of foreign loans 
and credits, and interest thereon, would increase sub- 
stantially until 1961-62 and then taper off in the sub- 
sequent years. Repayment obligations will increase 
from Rs 230 million (US$48 million) in 1958-59 to 
Rs 350 million ($74 million) in 1959-60, Rs 920 mil- 
lion ($193 million) in 1960-61, and Rs 1,230 million 
($258 million) in 1961-62. They are then expected 
to decline to Rs 1,070 million ($225 million) in 
1962-63, Rs 480 million ($101 million) in 1963-64, 
and Rs 370 million ($78 million) in 1964-65. During 
the three peak years from 1960-61 to 1962-63, India 
will be required to repurchase approximately Rs 950 
million ($200 million) from the International Monetary 
Fund. 


Source: The Times of India, Bombay, India, March 12, 
1958. 


Indian-Polish Trade Agreement 


India and Poland have concluded a trade develop- 
ment agreement under which payments for imports 
from Poland will be made in Indian rupees. In accord- 
ance with a special payment provision, the Narodowy 
Bank Polski of the Polish People’s Republic will open 
a special trade development account. Contracts for the 
import of essential machinery from Poland will be regis- 
tered with the State Trading Corporation of India, and 
rupee proceeds will be credited to the special account 
and utilized only for payments for exports from India 
of specific commodities. The new arrangement is in 
addition to the trade agreement concluded in April 1956, 
and it will remain valid until December 31, 1959. It 
is expected to lead to a substantial development of 
trade between the two countries. 

Under the new payment arrangement, the Polish 
People’s Republic has offered to supply essential ma- 
chinery for mining, drilling, road building, textile 
machinery, complete plants, cranes, tractors, etc., while 
India will supply such industrial raw materials as iron 


and manganese ore and mica, and such consumer goods 

as tea, tobacco, hydrogenated oils, leather goods, cotton, 

woolen, silk, and rayon textiles, handicrafts and cottage 

industry products, soaps, etc. 

Source: The Times of India, Bombay, India, March 13, 
1958. 


Ceylon-U.S.5.R. Trade Agreement 


A trade agreement and a payments agreement be- 
tween Ceylon and the U.S.S.R., signed on February 8, 
shall remain valid for one year and shall be automatically 
renewed, unless either party gives notice of termination. 
The list of goods to be traded includes tea, rubber, coco- 
nut oil, copra, desiccated coconuts, coconut fiber, coir 
and coir products, citronella oil, spices, and some other 
items from Ceylon, and petroleum products, rolled iron 
and steel products, chemicals, chemical fertilizers, ce- 
ment, sawn timber, cellulose, cotton textiles, machinery 
and equipment of various types, and other commodities 
from the U.S.S.R. It was also agreed that the trade 
agreement would be operated in conformity with the 
policy of Ceylonization in foreign trade pursued by the 
Government of Ceylon. The payments agreement pro- 
vides a revolving credit of £300,000. Debts in excess of 
this amount are to be settled in cash within one month. 
Sources: The Financial Times, London, England, Feb- 

ruary 10, 1958; Ceylon News, Colombo, 
Ceylon, February 13, 1958: 


U.S. Aid to Ceylon in 1958 


Ceylon and the United States signed an agreement on 
February 7 under which the United States will provide 
technical assistance for six projects and a total grant of 
Rs 3.9 million ($819,000) under its Economic and 
Technical Cooperation Program for 1958. The projects 
include hydroelectric power surveys and training, 
malaria eradication, water resources planning, agricul- 
tural extension, research and education, science educa- 
tion, and highway development. 

Source: Ceylon News, Colombo, Ceylon, February 13, 
1958. 


Allocation of U.S. Loan to Burma 


Of the $25 million loan granted by the United States 
to Burma in 1957, $5.4 million has been allocated for 
the purchase of heavy equipment for the Agricultural 
Research Development Corporation’s four-year land 
reclamation project. Under this program, more than 1.2 
million acres of land in the Irrawaddy Delta area will 
be restored to cultivation, and 1 million acres will be 
protected against floods. It is expected tnat this project 
will enable about 1 million Burmese who left the delta 
lands because of the ravages of war and insurrection to 
return to them. An increase of approximately 900,000 
tons in the production of paddy rice (or 600,000 tons 
of milled rice) per year will result. Some $690,000 of 
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the loan has been approved to import equipment that 

will be used by the State Timber Board in its drive 

to increase the output of teak. 

Source: Department of Trade and Commerce, Foreign 
Trade, Ottawa, Canada, March 1, 1958. 


Viet-Nam's 1958 Budget 


Under the proposed 1958 budget, recently adopted 
by the National Assembly of Viet-Nam, total expendi- 
ture is scheduled at VN$14.37 billion and total ordinary 
revenue at VN$8.70 billion, leaving a deficit of VN$5.67 
billion. Nonmilitary expenditure is estimated at 
VN$7.80 billion—an increase of 2.8 per cent from last 
year—while military expenditure is expected to remain 
at last year’s figure of VN$6.57 billion. 

U.S. economie aid, expected to reach VN$2.68 bil- 
lion, was not included in the proposed budget pending 
approval of the foreign aid program by the U.S. 
Congress. 

Source: Banque Nationale du Viet-Nam, Bulletin 
Economique, Saigon, Viet-Nam, January 15, 
1958. 


Output of Aviation Gas in Taiwan 


The China Petroleum Corporation in Taiwan will 
refine 10 million gallons of aviation gas this year. The 
new product, known as Octane 100/130, will be sold 
to Caltex (China) Ltd., under a five-year contract. In 
1959, the Corporation is expected to turn out a better 
grade of aviation gas, Octane 115/145, and its output 
capacity will be raised to 20 million gallons per year. 

For some time, the Corporation has been producing 
jet fuel, largely for use of the Chinese Air Force. It 
refined a total of 710,000 tons of crude oil last year, of 
which 20 per cent was gasoline for the island’s auto- 
mobiles. This year it plans to refine 830,000 tons of 
crude oil, of which 33 per cent will be gasoline. Part 
of the increased gasoline output will be shipped to Aus- 
tralia under a ten-year contract concluded last Decem- 
ber between the China Petroleum Corporation and the 
Australian National Petroleum Ltd. The first consign- 
ment will leave Taiwan next month. Under the contract, 
Taiwan will sell 6-7 million gallons of petroleum prod- 
ucts to Australia in the first year. The supply is ex- 
pected to be increased to 15 million gallons in the second 
year, and to as much as 50 million gallons a year in the 
following eight years. The total to be supplied will 
reach somewhere around 420 million gallons. 

Source: Chinese News Service, Press Release, New 
York, N.Y., February 25, 1958. 


United States and Canada 


U.S. Business Conditions 


The Federal Reserve Board’s index of industrial pro- 
duction in the United States fell to 130 (1947-49=100) 
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in February, 3 points below the January index and 15 
points lower than the peak attained in August 1957. 
The February index was the lowest of any month since 
December 1954. The output of durable goods in Febru- 
ary was 16 per cent below that in February 1957. In 
early March, automobile production was curtailed fur- 
ther, and steel output remained near the low February 
rate. February production of nondurable goods was 
about 5 per cent below last year’s high point; mineral 
output continued to fall and in early March it was 
reduced considerably, owing to a sharp curtailment in 
crude petroleum production. 

Unemployment rose by 679,000 between January 
and February, to 5,173,000, while total civilian employ- 
ment fell by 250,000, to 61,988,000. On a season- 
ally adjusted basis, unemployment was 4,570,000. in 
February, compared with 3,932,000 in January 1958 
and 2,757,000 in February 1957; the seasonally ad- 
justed rate of unemployment was 6.7 per cent of the 
labor force in February, against 5.8 per cent in January 
and 4.1 per cent a year earlier. The fall in employment 
in February was concentrated in durable goods manu- 
facturing, where 380,000 workers were laid off. Con- 
struction employment dropped by 188,000, while that 
in nondurable goods manufacturing, transportation and 
public utilities, and trade fell off by smaller amounts. 

When compared with 1957, fewer consumers are 
planning this year to buy new homes, to improve their 
present homes, or to purchase new cars, furniture, or 
major appliances, according to the annual survey of 
consumer finances of the University of Michigan Survey 
Research Center and the Federal Reserve Board. The 
survey also found that 26 per cent of all spending units— 
the highest proportion since 1950—reported that their 
incomes were lower this year than they had been a year 
earlier. Similarly, fewer spending units reported in- 
creases in incomes this year over 1957. The sharpest 
decline in consumer intentions to buy was indicated in 
relation to new automobiles: only 6.6 per cent of all 
spending units thought they would buy a new car in 
1958, compared with 8.5 per cent at this time in 1957. 

On the other hand, the Government announced that 
it will increase the rate of military procurement by 
$500-600 million per month until June 1958. In all, 
the Department of Defense will have placed $10 billion 
in procurement contracts in the first six months of this 
year, compared with the $6 billion placed in the preced- 
ing six months. In addition, the Veterans’ Administra- 
tion will pay out a special dividend to holders of World 
War I servicemen’s life insurance policies some months 
ahead of the originally scheduled payment date. 

For the second time in a month (see this News Sur- 
vey, Vol. X, p. 262), the Federal Reserve Board an- 
nounced the reduction by % of 1 per cent in the reserve 
requirements of member banks, the reduction to become 





296 


effective on March 20 for the largest banks in the Fed- 
eral Reserve System and on April 1 for the other banks. 
As a consequence, member banks will gain about $490 
million in reserves. The present reduction in reserve 
requirements could lead the banking system to expand 
the supply of credit by about $3 billion; it comes shortly 
before the expected U.S. Treasury cash financing of 
$3-5 billion some time in April. 

As a result of reduced credit demand and Federal 
Reserve open market operations, excess reserves of 
member banks have exceeded their borrowings from 
Federal Reserve Banks in recent weeks by more than 
$400 million, in contrast to substantial net borrowings 
throughout most of 1957. 

In the first two weeks of March, the discount rates 
of all the Federal Reserve Banks except Minneapolis 
were reduced from 2% per cent to 2% per cent. 
Sources: The Wall Street Journal, March 13, 14, 17, 

and 19, 1958, and The Journal of Commerce, 
March 14 and 17, 1958, New York, N.Y. 


U.S. Business Expenditures on Plani and Equipment 


Business outlays for plant and equipment in the 
United States are expected to total $32 billion in 1958, 
13 per cent less than the $37 billion spent in 1957, 
according to a recent survey of the Department of 
Commerce and the Securities and Exchange Commis- 
sion. Quarterly figures show that the peak annual rate 
(seasonally adjusted) of investment in plant and equip- 
ment was $37.8 billion in the third quarter of 1957. 
Expenditures are expected to decline to $34.1 billion in 
the first quarter of 1958 and to $32.6 billion in the 
second quarter. These rates represent a downward 
revision from plans expressed in the previous govern- 
ment survey conducted last October and November. 
The decline is expected to continue in the second half 
of this year at a less rapid pace. 

Every major industrial group except public utilities 
expects a fall in capital outlays. The largest decline— 
38 per cent below 1957 expenditures—is indicated by 
the railroad industry. Durable goods manufacturers 
expect their plant and equipment outlays to drop by 22 
per cent; while those of nondurable manufacturers are 
expected to fall by 12 per cent. Investment by the public 
utilities in 1958 is expected to rise by 4 per cent. 
Source: The Journal of Commerce, New York, N.Y., 

March 14, 1958. 


Canadian Capital Inflow and Exchange Rate 


The difference between Canadian and U.S. interest 
rates, which had been increasing in late 1956 and in 
early 1957, has attracted Canadian borrowers to the 
U.S. market. For instance, the interest rate for a recent 
placement of bonds in the United States by a Canadian 
telephone company was 4.15 per cent; the company 
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would have to pay about 4.70 per cent in Canada. Sav- 
ing by lower interest rates offsets the adverse effect of 
the premium on the Canadian dollar. Owing to several 
recent issues of industrial, provincial, and municipal 
securities, the exchange rate of the Canadian dollar rose 
to US$1.0240 on March 12 after having been less than 
US$1.02 throughout January and in the first thirteen 
days of February; its low point was US$1.0091 on 
January 7. The unusually wide differential between 
interest rates in the two countries may be expected to be 
narrowed by the higher capital flow from the United 
States into Canada. 

Sources: The Journal of Commerce, New York, N.Y., 

March 13 and 14, 1958. 


Latin America 


Peruvian Exchange Rate 


Peruvian exports of cotton expanded in the first half 
of March in response to the stronger competitive posi- 
tion arising from the depreciation of the sol. Following 
the increased supplies of foreign exchange which thus 
became available, the dollar certificate rate appreciated 
during the second week of March from S/. 23.50 to 
S/. 22.50 per U.S. dollar. 

Source: Banco Continental, News Letter, Lima, Peru, 
March 14, 1958. 


Price and Wage Adjustments in Chile 


All wages and salaries in Chile, for both private and 
public employment, have been increased by 20 per cent. 
At the same time, the price of milk has been increased 
by 20 per cent, and of gasoline by 18 per cent. Increases 
in transport charges are expected. The same decree 
which gave effect to the wage changes also authorized 
an increase in taxation sufficient to cover the treasury 
deficit. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
February 12, 1958. 
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